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EXECUTIVE SUMMARY 



Introduction 

The State Board of Directors for Community 
Colleges of Arizona has undertaken a study 
of Arizona community college funding. The 
purpose of this paper is to provide a founda- 
tion for the planned discussion of how the 
funding of Arizona community colleges 
might be improved to enable the colleges to 
better serve the needs of their communities 
and address the priorities of the State. 

How Community Colleges Are 
Funded In Arizona 

American community colleges are typically 
funded from a variety of revenue sources. 
The most common of these sources are (1) 
state appropriations, (2) local tax levy, (3) 
student tuition and fees, (4) gifts and grants, 
and (5) sales and services. This paper will 
consider only the first three of these funding 
sources. 

As compared to community colleges in most 
other states, Arizona community colleges 
receive an unusually small proportion of their 
funding from state appropriations with a cor- 
respondingly larger share from local property 



taxes. A brief description of each of the 
listed sources follows: 

♦ State Appropriations. State appropria- 
tions include operating and capital outlay 
state aid and equalization state aid. The 
state is also obliged to provide up to 
$1,000,000 in matching fiinds for each 
community college campus for building 
purposes. 

• Operating State Aid. Operating state 
aid is based on the previous year’s 
appropriation, and growth in enroll- 
ment. The legislature may also ap- 
propriate supplemental funds which, 
unless specifically identified as one- 
time funds, are included in the base 
for subsequent applications of the 
funding formula. 

• Equalization State Aid. Equalization 
state aid is intended to compensate 
for inadequate assessed valuation in 
the community college district. The 
amount of equalization aid is tied to 
the minimum assessed valuation re- 
quired to establish a community col- 
lege. 
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• Capital Outlay State Aid. Capital 
outlay state aid is appropriated on the 
basis of student enrollment. These 
funds are generally not great enough 
to be used for new construction, but 
are usually used for equipment pur- 
chases and facilities repair and main- 
tenance. Up to twenty percent of the 
capital outlay state aid may be trans- 
ferred from capital to operating 
funds, or a like amount may be 
transferred from operating to capital 
funds. 

♦ District Tax Lew. The community col- 
lege district governing board may, with 
many constraints discussed later in this 
paper, levy property taxes. This is the 
largest source of community college 
funding in Arizona. 

♦ Tuition and Fees. Tuition and fees in- 
clude both fees collected directly from 
students and from out of county reim- 
bursement payments. 

Considerations in State Funding of 
Community Colleges 

Three factors that must be considered in de- 
veloping a rational and effective model for 
funding of community colleges are state 
benefit, accountability, and equity. 

♦ Equity . Considering first the status of 
equity, we address three basic and related 
questions: (1) Is the state providing 
comparable assistance to the various 
community colleges? (2) Is the state as- 
suring that citizens in the less affluent ar- 
eas are receiving assistance to bring them 
to some basic level of service? (3) Are 
citizens throughout the state able to par- 
ticipate in community college educational 
services in an effective and affordable 
manner? 



♦ Accountability . Are the colleges demon- 
strating that they are using the resources 
provided them in an effective manner? 
Are community colleges, individually and 
collectively, producing the results they 
claim for individuals and for the commu- 
nities at large? How do we know? 

♦ State Benefit . Is the state benefiting from 
its investment in community colleges? In 
what way? How do we know? 

Current Status of Equity 

In reviewing the current status of equity, we 
will examine the present system of equaliza- 
tion, out of county reimbursement, variations 
in the level of state aid provided the various 
community college districts, variations in 
taxing and spending ability, and the level and 
variance in student tuition. 

♦ Variations in the Level of State Aid . 
There is presently a large variance in the 
amount of operating state aid provided 
by state appropriation to the various dis- 
tricts. In the 1997-1998 fiscal year, the 
operating state aid per full-time- 
equivalent student (FTSE) varied from a 
high of $1,902 to a low of $864. One can 
argue that the urban districts enjoy an 
economy of scale that justifies a lower 
level of support, but the difference 
should likely be very much less than the 
present 120% difference between the 
high and the low. Even within the rural 
districts, there is a 32% variation for 
which there is no obvious explanation 
other than historical precedent. 

By its very nature, the present funding 
formula will perpetuate whatever dis- 
crepancy in funding levels has developed 
over time. The present funding formula 
has another feature that can contribute to 
unusual discrepancies. While growth is 
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funded, colleges experiencing a decline in 
enrollment are “held harmless,” with 
funding continued at the previous level. 

♦ Variations in the Level of Local Taxing 
Ability . There is a wide difference in the 
amount of local tax revenue that is avail- 
able to the various community college 
districts. This is due to both the differ- 
ences in property wealth (assessed 
valuation) in the district and constitu- 
tional limits on the tax levy. Equalization 
provisions, discussed below, address the 
problem of extremely low assessed 
valuation. Levy limits are constitutionally 
imposed limits resulting from voter ini- 
tiatives passed several years ago. The 
levy limits automatically increase two 
percent each year plus any growth in as- 
sessed valuation due to new construc- 
tion. 

Some colleges have extremely low levy 
limits, for which there is no redress other 
than an amendment to the constitution. 
Colleges with low levy limits can go to 
the voters for a seven-year levy override. 
This is difficult, but it is the only avail- 
able remedy. 

♦ Variations in the Level of Spending 
Ability . Expenditure capacity limitations 
are another constitutionally imposed limit 
on the ability of a community college 
district to spend tax-generated funds. 
Funds generated from tuition, fees, and 
sales are not included in the expenditure 
limit. Several districts are operating very 
close to their constitutional expenditure 
capacities. 

♦ Variation in Tuition Levels . While tuition 
is a State Board responsibility, the State 
Board has generally approved the rec- 
ommendations of local district governing 
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boards on this topic. There are consider- 
able differences among the tuition levels 
charged students in the various districts. 

♦ Equalization Arizona addresses the 
needs of the districts with the least taxing 
ability (assessed valuation) by separate 
“equalization” funding. This funding is 
designed to provide community college 
districts that fall below a minimum 
threshold of assessed valuation with state 
funds to make up for the local tax funds 
that would have been received had the 
district been at the threshold. On the 
surface, this is an excellent plan. There 
are, however, serious problems with Ari- 
zona’s current plan. (1) The threshold 
describing the assessed valuation needed 
to support a minimal basic community 
college — which is the value driving the 
equalization plan — has been allowed to 
become excessively high. (2) There is no 
requirement that a community college 
district receiving equalization demon- 
strate that it is doing all that it can with 
its local resources before qualifying for 
this assistance. 

♦ Out of Countv Reimbursement . There 
are currently four counties in Arizona 
that do not have an organized community 
college district. When students from 
these counties attend a community col- 
lege in one of the organized districts, 
their home county is charged an amount 
determined by law. The amount charged 
is basically the college’s average operat- 
ing expense per student minus tuition and 
operating state aid. 

Current Status of Accountability and 
State Benefit 

Arizona community colleges are in the proc- 
ess of developing an ongoing institutional 
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effectiveness reporting system for the state 
as a whole. This process is based on the rec- 
ommendations contained in the Report of the 
Task Force on Institutional Effectiveness 
Measures which established measures related 
to (1) access, (2) transfer, (3) economic im- 
pact/workforce development, (4) community 
development, and (5) return on investment. 
These measures are being refined and the 
first edition of what is to be an annual report 
is expected to be published in the fall of 
1999. This will provide the basis for de- 
scribing the state benefit for community col- 
leges as a whole. 

A Proposed New Paradigm for 
Funding Arizona Community Coleges 

In the previous discussion we have seen that, 
while the basic structure of community col- 
lege funding - with contributions from the 
state, from local taxpayers, and from stu- 
dents - is fundamentally sound and should be 
retained, there are equity problems in the ap- 
portionment of state aid for Arizona com- 
munity colleges. There are unexplainable 
differences between the level of aid directed 
to different districts that should be ad- 
dressed. The equalization formula needs to 
be revisited. And Arizona may wish to en- 
courage excellence and responsiveness on 
the part of its community colleges with tar- 
geted funding increments. 

It may well be that it is time for Arizona to 
examine how it funds its community colleges 
and to consider a change in this process. This 
paper, and the recommendations contained 
therein, is sharply focused on the state con- 
tribution to the funding of its community 
colleges. The thesis of these recommenda- 
tions is that there should be four major com- 
ponents to state aid for Arizona Community 
Colleges. We suggest that the following 



matters should be included in the considera- 
tion of a new funding paradigm: 

1. Base Funding . A foundation of funding 
should be provided based generally on 
college size. This may be measured by 
Full-time Equivalent Students (FTSE) or, 
as will be suggested, another measure of 
size based on successful completers 
rather than starters. A series of models 
for this base funding is proposed. 

2. Equalization Funding . Equalization 
funding in some form is required to assist 
districts that have too low a property tax 
base to provide essential funding. 

3. Performance Funding . An increment of 
funding should be provided based on the 
district’s accomplishment of established 
performance measures. 

4. Funding for Addressing State Priorities . 
An increment of funding is suggested 
based on the district’s response to state 
priorities established by the Governor, 
Legislature., or State Board. 

5. Other Funding Considerations . Other 
considerations are suggested, including 
an alternative to current out of county 
reimbursement provisions. 

Each of these components is discussed in 

more detail below. 

♦ Base Funding. Three approaches to 
base funding are presented. The ap- 
proaches range from a relatively minor 
overhaul of the present operating state 
aid system, to a more complex model 
that, while still based on FTSE, builds in 
concepts of equity and economy of scale, 
and on to a new model that puts the em- 
phasis on results. 

■ First Option: Refine Present System. 

The first option is to apply concepts 
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contained in the author’s 1996 paper 
entitled “Some Thoughts on State 
Aid for Community Colleges of Ari- 
zona. ” The model proposed that the 
eight rural districts receive state aid 
at the same rate per FTSE and that 
the two urban districts receive 80% 
of this level per FTSE. The steps 
outlined in this plan should be con- 
sidered minimal steps. A more 
sweeping overhaul might serve Ari- 
zona better. 

Second Option: A Base Funding 
Model . An alternative model is pro- 
posed to demonstrate that there are 
alternatives to the present funding 
formula. The model establishes a base 
funding value for even the smallest 
district and takes into account the 
economy of scale that can be attained 
by larger districts. 

This model is based on the following 
propositions: 

• There is a basic cost to operate a 
community college district. 

• The model is cumulative. The 
first 999 FTSE are funded at the 
base amount for all districts, large 
or small. The next 100 FTSE are 
funded at the next level, and in 
the same manner each increment 
is funded at its level and added to 
the previous total. 

• There are three arbitrary values 
subject to manipulation in this 
model: (1) the value of the basic 
aid for the initial 999 FTSE; (2) 
the value of the index reduction 
factor; and (3) the limiting point, 
beyond which no further reduc- 
tions are made in the index. 



These are logical/political deci- 
sions that can be changed to pro- 
duce different shapes to the re- 
sults. 

• Community college enrollments 
are volatile and are subject to a 
host of social and economic 
forces. Costs, on the other hand, 
continue. For this reason, there 
needs to be relative stability in 
state aid. Nonetheless, if a college 
has a sustained enrollment de- 
crease, it must reduce its ex- 
penses and it is unreasonable to 
fund it on historical rates indefi- 
nitely. Therefore, it is suggested 
that when a college moves into a 
higher bracket, the funding be in- 
creased accordingly. When a 
college moves into a lower 
bracket due to enrollment de- 
creases, and remains in the lower 
bracket for three consecutive 
years, the funding should de- 
crease to the lower rate. Thus, a 
college fluctuating on the edge of 
a bracket will likely be placed in 
the higher bracket and remain 
there. 

This model addresses many of the in- 
equities in the present system, yet it is 
still based on FTSE, which measures 
only one of the many facets of the 
community college mission. The third 
option described below introduces a 
new basis for funding. 

■ Third Option: Base Funding Based 
on Course Completions. Both equity 
and state benefit would be enhanced 
if the base funding model were based 
on something more descriptive of the 
state benefits produced by commu- 
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nity colleges. One such measure 
would be the number of students who 
satisfactorily complete a course 
rather than the number who enroll. A 
focus on satisfactory completers 
would provide an even stronger in- 
centive for the colleges to strengthen 
student support services and other 
strategies to enhance student success. 
It would also reduce the incentive to 
entice students into signing up for 
courses that they will not likely com- 
plete. 

As recognized in the second model, 
funding should be held level for 
short-term enrollment declines. The 
previous funding level, and the en- 
rollment upon which it was based, 
should be the starting point for future 
appropriations. Declines of more than 
three years duration should result in 
reductions in state aid appropriations. 

♦ Redefining Equalization. There can be 
no question but that at least one of the 
present community college districts could 
not function without additional state 
support. This district, Graham County 
Community College District (Eastern 
Arizona College), was established as the 
Arizona Junior College System was cre- 
ated in 1960 by including in the initial 
system a long-established college in east- 
ern Arizona. The equalization system 
presently in place was originally designed 
to assist this community college district. 

The present system is tied to the defini- 
tion of the minimum assessed valuation 
required to qualify a county to establish a 
community college system. There is 
sound logic in this arrangement. How- 
ever, the formula that was created to de- 
fine this minimum criterion has raised the 



value far beyond any reasonable defini- 
tion of a viable minimum. If equalization 
is retained in its present form, a study 
needs to be made to determine the actual 
minimum assessed valuation that is re- 
quired to provide the local resources 
necessary to operate a very basic com- 
munity college. Based on observations of 
community colleges throughout the 
country, it is likely that this minimum 
should be not more that 50% to 60% of 
the present value. 

♦ Funding Incentives Based On Per- 
formance. As noted earlier, the State 
Higher Education Executive Officers or- 
ganization (SHEEO) reports that the use 
of performance measures by states con- 
tinues to grow. A major problem with 
many performance based budgeting 
strategies is that a mountain of data must 
be generated to feed the system, and the 
measures are often off the mark. How- 
ever, meaningful performance incentives 
can be developed that do not require ex- 
cessive data generation. The following 
example of one possible plan is offered. 

■ Example: A Transfer Performance 
Incentive Program . Arizona recently 
developed an exemplary transfer ar- 
ticulation agreement between the 
community colleges and public uni- 
versities of the state. Two features of 
this transfer model that lend them- 
selves to incentive funding are the 
block transfer of the general educa- 
tion core and the block transfer of as- 
sociate degrees. 

Salient factors in the development of 
this model are as follows: 

• The state general fund provides 
much more per-student support 
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for undergraduate instruction at a 
public university than at a com- 
munity college. 

• The transfer articulation agree- 
ment puts a premium on com- 
pleting blocks of instruction at 
the community college (general 
education core and the associate 
degree). 



block but not an associate degree, 
the state would provide, as an in- 
centive payment, $1,000 to the 
community colleges. 

• For each such graduate who 
transferred an associate degree 
block, the state would provide, as 
an incentive payment, $2,000 to 
the community colleges. 



• The new transfer articulation 
agreement becomes operational 
in the fall of 1999. 

• The universities all have degree 
audit systems that identify stu- 
dents who transferred in a general 
education core block or an asso- 
ciate degree. 

An incentive funding program with 
the following features would provide 
strong positive incentives to commu- 
nity colleges to make the transfer ar- 
ticulation system work and to assure 
that students are well prepared as 
they move to the university. It would 
save the state considerable money 
over time, and students would be 
better served. 

• The universities would identify all 
current-year graduates for each 
community college district who 
(1) graduated from the university 
with no more than 160 credits, 
and (2) who transferred to the 
university with a general educa- 
tion core block but not an associ- 
ate degree, or (3) who transferred 
to the university with an associate 
degree. 

• For each such graduate who 
transferred a general education 



• Most of the incentive payment 
should go to the college districts, 
but a share should go to the State 
Board to support enhanced 
transfer articulation support 
services and public awareness of 
the program. 

Thus, the state would gain a substan- 
tial portion of the reduction in gen- 
eral fund cost for increased use of 
community colleges for the first two 
years of undergraduate instruction. 
The community colleges would be 
encouraged to make their transfer 
programs more attractive and to fa- 
cilitate students’ completion of a full 
block at the community college. Stu- 
dents would benefit from enhanced 
transfer effectiveness. Everyone wins. 

This program would produce positive 
results with virtually no additional 
data collection requirements. The 
information required could be easily 
produced from already-existing data. 

An alternative to the above system 
would be to provide an incentive 
payment for each student who trans- 
ferred to either a public or private 
university with a general education 
block or associate degree - not 
waiting for the student to graduate 
from the university. 



ERjt 



15 



# Yin 



Other similar models could likely be 
created addressing other aspects of 
community college operations that 
make a positive impact on the econ- 
omy and welfare of the state. An ex- 
ample would be a premium paid for 
graduating students from occupa- 
tional programs that address specific 
long-term worker skill shortages 
identified by the Department of 
Commerce or the Department of 
Economic Security. 

♦ Funding Incentives Based On State 
Priorities. Community colleges can also 
be encouraged to develop new programs 
and to enhance existing programs fo- 
cused on priorities established by the 
Governor, the Legislature or the State 
Board. The Commonwealth of Kentucky 
plan for a series of trust funds focused on 
state priorities shown in Appendix E il- 
lustrates one such approach. 

In its most basic form, such a plan could 
follow a sequence such as the following: 

• The Governor and Legislature, with 
involvement of the State Board, 
would establish long-term priorities 
that community colleges (and this 
might also extend to the university 
sector) might be able to address with 
new or enhanced programs. 

• A fund would be established to pro- 
vide incentive increments to commu- 
nity colleges (or others) that present 
qualifying proposals to address these 
established priorities. 

• The fund would provide funding for a 
major portion of the cost of devel- 
oping the proposed program and for 
its initial operation. The college 



would also be expected to devote 
some of its resources. Thus, there 
would be an incentive for a college to 
address the state priority if it was 
also a priority for the community 
college district. On the other hand, 
the college would not be encouraged 
to simply chase the money if the pro- 
gram was not something that the 
college would otherwise want to do. 

• The funding provided under this plan 
should be long term, but with ac- 
countability. This is to assure that the 
program is continued and that the re- 
sults of the program are documented 
and evaluated. 

Example: Incentive Funding for Prepar- 
ing Rural Health Care Providers. Con- 
sider the following hypothetical illustra- 
tion of how this feature might work. 
Established Priority: To improve the ac- 
cessibility and quality of health care in 
the rural regions of Arizona. 

Responses: Possible qualifying programs 
might include enhancement of programs 
to train health care workers in rural Ari- 
zona. Arizona’s community college ini- 
tiative in collaborative distance educa- 
tion, Arizona Learning Systems (ALS), 
might also be employed to bring health 
care instruction to several rural sites via 
electronic distance education. Since the 
instruction of health care workers is rela- 
tively expensive, special state support 
might be necessary to make it feasible for 
the colleges to provide this instruction. 
Yet, the benefit to the state could be im- 
mense. It has been demonstrated repeat- 
edly that it is much more effective to 
train local health care workers than it is 
to try to import trained workers. 
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♦ Other Considerations. Two other rela- 
tively minor considerations need to be 
addressed. 

■ Capital Outlay State Aid. The present 
capital outlay state aid system seems 
to be working reasonably well. One 
could argue that the amounts should 
be larger, but the distribution is con- 
sidered by most to be equitable. It is, 
of course, based on the limited crite- 
rion of FTSE. Whatever method is 
ultimately adopted for operating state 
aid may also be adapted to capital 
outlay state aid. 

■ Out of County Reimbursement. As 
discussed earlier, the present out of 
county reimbursement system is 
flawed in that citizens of a county, by 
their private actions, create a major 
liability for the unorganized county. 
A much more equitable system might 
entail the State Board establishing an 
out of county tuition applicable to 
students from unorganized counties. 
This tuition would be intermediate 
between resident tuition and out-of- 
state tuition. There would also need 
to be a provision that allowed the 
unorganized county Board of Super- 
visors to establish a tuition reim- 
bursement plan for their citizens if 
they chose to do so. 
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The Next Steps 

It is recommended that the State Board es- 
tablish a high-level task force to review and 
make recommendations concerning the mat- 
ters discussed in this paper. The membership 
of this task force should include civic lead- 
ers, leaders of the business community, rep- 
resentatives of the Governor and the Legis- 
lature, as well as State Board members, 
community college presidents, and district 
governing board members. The task force 
should be given adequate time to do its 
work. It would be helpful if the task force 
could have recommendations for the State 
Board, Governor and Legislature by the 
early fall of 2000 so that it might be consid- 
ered in the January 2001 legislative session. 
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Introduction 

The State Board of Directors for Community Colleges of Arizona has undertaken a 
study of Arizona co mmuni ty college funding. The purpose of this paper is to provide 
a foundation for the planned discussion of how the funding of Arizona co mmun ity 
colleges might be improved to enable the colleges to better serve the needs of their 
co mmuni ties and address the priorities of the State. 

In this paper, we will review the present funding system, which has developed and 
supported a productive co mmuni ty college system. After reviewing both the 
strengths and weaknesses of the present system, we will suggest changes that might 
further strengthen the system. While specific recommendations are made in this 
paper, these reco mm endations are intended solely to establish a starting point for 
discussion and deliberation. The purpose of strengthening the funding system is to 
provide greater equity and opportunity, and to encourage community colleges to 
address state priorities. 

It is anticipated that, with an enhanced state funding system such as is called for in 
this paper, the justification and utility of increased state support for Arizona 
community colleges will become apparent. It is only through increased participation 
at the state level that many of the inherent inequities in local support can be 
overcome. 

How Community Colleges Are Funded In Arizona 

American community colleges are typically funded from a variety of revenue 
sources. The most co mm on of these sources are (1) state appropriations, (2) local 
tax levy, (3) student tuition and fees, (4) gifts and grants, and (5) sales and services. 

Funding Community Colleges Paper 
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In order to focus on the primary purpose of this paper - improving the state funding 
mechanism - this paper will consider only the first three of these funding sources. 

As compared to community colleges in most other states, Arizona community 
colleges receive an unusually small proportion of their funding from state 
appropriations with a correspondingly larger share from local property taxes 1 . The 
distribution of community college funding in FY 1997-1998 2 is shown in Table 1. A 
brief description of each of the listed sources follows: 



Table 1. Distribution of Community College Funding - FY 1997-1998 





State Appropriations 


Local 

Taxpayers 


Tuition and Fees 






Operating 
State Aid 


Equalization 

Aid 


Capital Outlay 
State Aid 


District 
Tax Levy 


Out of County 
Reimbursement 


Other Tuition 
& Fees 


TOTAL 


Cochise 


$5,333,000 


$1,616,300 


$632,700 


$7,512,768 


$101,955 


$4,249,863 


$19,446,586 


Coconino 


$2,803,900 




$318,800 


$3,334,611 


$40,233 


$1,471,384 


$7,968,928 


Graham 


$4,906,300 


$6,467,200 


$1,571,800 


$1,343,065 


$694,065 


$1,579,382 


$16,561,812 


Maricopa 


$41,386,300 




$7,185,800 


$151,870,879 


$654,968 


$45,428,153 


$246,526,100 


Mohave 


$3,618,500 




$448,600 


$7,667,054 


$0 


$1,546,557 


$13,280,711 


Navajo 


$3,826,300 


$634,500 


$904,000 


$5,708,697 


$126,090 


$1,700,766 


$12,900,353 


Pima 


$16,483,700 




$3,226,700 


$38,678,627 


$900,200 


$19,629,291 


$78,918,518 


Pinal 


$5,790,600 




$685,000 


$9,155,810 


$477,891 


$2,423,362 


$18,532,663 


Yavapai 


$4,611,500 




$570,790 


$13,600,000 


$230,073 


$2,884,927 


$21,897,290 


Yuma- La Paz 


$4,588,700 


$23,500 


$629,200 


$10,003,968 


$55,659 


$1,738,297 


$17,039,324 


TOTAL 


$93,348,800 


$8,741,500 


$16,173,390 


$248,875,479 


$3,281,134 


$82,651,982 


$453,072,285 




20.6% 


1.9% 


3.6% 




0.7% 


18.2% 








$118,263,690 






$85,933,116 










26.1% 




54.9% 


19.0% 







♦ State Appropriations. State appropriations include operating and capital outlay 
state aid and equalization state aid. The state is also obliged to provide up to 



1 The last known extensive study of the sources of operating funds in community colleges was a 1 991 study. Community 
College Financing 1990: Challenges for a New Decade by David Honeyman, Mary Lynn Williamson, and James L. 
Wattenbarger, American Association of Community and Junior Colleges. The study reported that, in F Y 1 988, Arizona 
received 26.80 % of its operating funds from State appropriations, 5 1 .50 % from Local tax support, 13.10% from 
Student Fees, and 8.60 % from other sources. At that time, Arizona had the lowest percentage of support from State 
appropriations and the highest percentage of local tax support among the 37 states participating in the study. While there 
have been significant changes in support for community colleges over the decade since that report was prepared, the 
relative position of Arizona with respect to source of funds has likely not changed materially. 

2 Revenue information is taken from the Statistical Supplement to the Annual Report to the Governor ; FY 1997-1998, 
State Board of Directors for Community Colleges, pp. 14-15. For these discussions, income from gifts, grants, and sale 
of services is excluded. Fund balances as well as transfers to and from reserves are also excluded. Out of county 
reimbursement data are from State Office files. Financial data from 1 997-1998 are used throughout this report for 
consistency. 
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$1,000,000 in matching funds for each community college campus for building 
purposes. 3 

• Operating State Aid. 4 Operating state aid is based on the previous year’s 
appropriation, and growth in enrollment. 5 The legislature may also 
appropriate supplemental funds which, unless specifically identified as one- 
time funds, are included in the base for subsequent applications of the funding 
formula. 

• Equalization State Aid. 6 Equalization state aid is intended to compensate for 
inadequate assessed valuation in the co mmunit y college district. The amount 
of equalization aid is tied to the minimum assessed valuation required to 
establish a community college. 7 

• Capital Outlay State Aid. 8 Capital outlay state aid is appropriated on the basis 
of student enrollment These funds are generally not great enough to be used 
for new construction, but are usually used for equipment purchases and 
facilities repair and maintenance. Up to twenty percent of the capital outlay 
state aid may be transferred from capital to operating funds, or a like amount 
may be transferred from operating to capital funds. 

♦ District Tax Lew. The community college district governing board may, with 
many constraints discussed later in this paper, levy property taxes. This is the 
largest source of community college funding in Arizona. 



3 Funds for the purchase of land and for the construction or renovation of buildings generally come from local tax 
sources. General obligation bonds are often used. However, A. R. S. § 15-1463 provides that the state, by legislative 
appropriation, shall pay a sum equal to fifty percent of the total cost for capital outlay for an initial or additional 
community college campus, not to exceed one million dollars. While many campuses have been funded, there are 
currently 1 3 campuses for which matching funds have not yet been appropriated. 

4 A. R. S. § 15-1466. 

5 The enrollment growth is based on the most recent year for which audited enrollment figures are available. Thus, the 
funding for enrollment growth lags an additional year. 

6 A.R. S. § 15-1468. 

7 A. R. S. § 15-1402. 

8 A. R. S.§ 15-1464. 




20 



